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p        2     LAFAYETTE     STREET,     NEW     YORK,    N.Y.  10007 


?  of  c*1 


October,  1973 


Dear  community,  civic  and  business  representative: 

This  is  one  of  four  publications  prepared  for  the  City  Planning  Commission 
comprehensive  planning  workshop  dealing  with  the  City's  economic  life. 

This  workshop  —  one  of  several  to  be  held  this  year--is  central  to  a  new 
comprehensive  planning  process.     It  provides  a  public  forum  for  the 
discussion  and  analysis  of  important  issues  facing  the  City.     It  is  a 
mechanism  permitting  the  public  to  influence  long-range  planning  positions. 
This  approach  dovetails  with  our  efforts  to  work  closely  with  local  organi- 
zations, particularly  community  boards,  to  help  them  prepare  as  well  as 
react  to  neighborhood  plans.     In  this  way  we  can  meet  our  comprehensive 
planning  responsibilities,  working  on  community  and  City-wide  issues  to 
involve,  synthesize  and  coalesce  both  levels  of  interest. 

Economic  development  is  a  major  City-wide  concern.    The  objective  of  this 
workshop  is  to  provide  information  and  raise  issues;  and,  to  stimulate 
informed  discussion  so  that  City-wide  and  local  groups  can  help  frame  the 
key  policies  that  provide  the  context  for  specific  actions. 

To  carry  out  that  objective,  we  have  prepared  and  distributed  material 
which  treats  different  components  of  the  subject: 

1.  Overview,  an  introduction  providing  a  broad  perspective  on  the 
economy;  it  organizes  information  and  data,  outlines  key  issues, 
and  poses  fundamental  questions. 

2.  Borough  Commercial  Development:     focuses  on  the  variety  of  com- 
mercial centers  outside  of  Manhattan,  evaluating  their  strengths 
and  reviewing  recent  trends,  and  considers  their  future  and  the 
way  they  serve  local,  borough,  City  and  regional  needs. 

3.  Industrial  Redevelopment:    discusses  the  problem  of  strengthening 
the  City's  blue-collar  job  base  and  assesses  the  City's  industrial 
renewal  programs,  specifically  considering  different  approaches 

to  make  the  programs  more  effective,  or  whether  new  approaches  are 
needed. 


CHAIRMAN:  JOHN  E.  ZUCCOTTI  /  VICE-CHAIRMAN:  MARTIN  GALLENT 
COMMISSIONERS  I  GERALD  R.  COLEMAN  /  GORDON  J.  DAVIS  /  SYLVIA  DEUTSCH  /  CHESTER  RAPKIN  /  JAQUELIN  T.  ROBERTSON 

EXECUTIVE  DIRECTOR:  VICTOR  MARRERO 


Page  2 

October,  1973 


4.     Manhattan  Office  Development:     weighs  factors  influencing  the 
changing  balance  in  office  space  supply  and  demand;  underscores 
the  importance  of  increased  white-collar  job  opportunities;  and 
considers  policy  and  planning  criteria  to  guide  anticipated  future 
growth. 

The  information  and  policies  in  these  documents  will  be  discussed  at  the 
workshops.     The  various  views  will  be  incorporated  into  draft  reports  which 
will  be  circulated  among  the  participants  and  community  and  civic  groups 
and  government  agencies.     A  report  will  thereafter  be  proposed  by  the 
Planning  Commission  for  consideration  as  official  comprehensive  planning 
policy  following  future  discussion  and  a  public  hearing. 

The    workshop  marks  the  beginning  of  the  process.     We  look  forward  to  con- 
tinued intensive  discussion  with  various  local  and  City-wide  groups  on 
these  important  matters. 


Tftcerely , 


Tin  E.  Zuo'cojbti 
airman 
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INTRODUCTION 


Manufacturing  provided  682,000  jobs  in  New  York  City  in  1972. 
The  manufacturing  sector  is  highly  diversified,  with  many  small-  and 
medium-sized  firms.     The  ample  supply  of  labor  and  the  availability 
of  low-cost  small  lofts  have  made  New  York  an  incubator  for  new  ventures 
and  "infant"  industries. 

Like  virtually  all  the  older  central  cities,  New  York  has 
experienced  a  substantial  decline  in  its  manufacturing  jobs  in  the 
past  thirty  years,  a  decline  accelerated  by  recessions  and  slowed  down 
by  periods  of  national  prosperity.     Annual  loss  from  1959-1972  ranged 
from  1,000  to  over  50,000.     Over  the  13-year  period,  the  total  loss 
amounted  to  some  285,000  jobs  --  substantially  more  than  the  number  of 
manufacturing  jobs  lost  in  the  metropolitan  area  outside  of  the  City. 

Some  observers  view  the  suburbanization  of  manufacturing  as  an 
inevitable  and  desirable  trend  associated  with  the  suburbanization  of 
population.     The  cost  to  the  City,  however,  is  substantial.  While 
the  exodus  of  manufacturing  may  free  land  in  Manhattan  for  higher  uses 
yielding  more  real  estate  taxes,  vacated  land  in  peripheral  industrial 
areas  is  unused.     In  Brooklyn  and  the  Bronx,  manufacturing  is  not  re- 
placed by  offices  and  ratables  may  be  lost ' indefinitely.     More  importantly, 
if  manufacturing  job  losses  are  not  balanced  by  employment  in  other 
sectors,  the  eventual  outcome  must  be  unemployment  with  its  attendant 
economic  and  social  costs. 


Despite  intensive  manpower  training,  thousands  of  poorly 
educated,  unskilled  New  Yorkers  find  it  impossible  to  fill  the 
available  jobs  in  the  City's  office-oriented  economy.     Four  out  of 
every  ten  high  school  students  do  not  graduate.     Yet,  job  require- 
ments are  rising,  so  that  new  entrants  into  the  clerical  job  market 
are  expected  to  have  more  formal  schooling  than  older,  experienced 
workers.     Discrimination  exists,  and  cultural  differences  between 
employers  and  job  seekers  act  as  a  barrier  to  many  white  collar  job 
applicants . 

Alternatives  to  factory  work  in  the  City  are  negligible „  The 
unskilled  unemployed  cannot  take  suburban  manufacturing  jobs  because 
low-cost  housing  is  not  available  nearby,  and  transportation  costs  are 
high.     Such  measures  as  subsidies  for  reverse  commuting  or  ending 
restrictive  zoning  required  broad  regional  support  that  has  not  been 
forthcoming.     While  the  City  pursues  long-range  solutions,  short-  and 
intermediate-range  solutions  must  be  put  into  effect.     Until  education 
and  training  programs  adequately  prepare  residents  for  white  collar 
work,  the  City  must  maintain  the  manufacturing  job  base  for  its  unskilled 
laborers. 

The  New  York  City  Planning  Commission  began  the  study  of  the 
City's  employment  needs.     This  analysis  contributed  to  the  creation 
of  a  City-financed  industrial  renewal  program. 
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SURVEY    AND  ANALYSIS 

Three  major  studies  focused  on  the  decline  of  manufacturing 
employment.     The  first  documented  the  importance  of  blue  collar  jobs. 
For  the  second,  1,500  manufacturers  were  interviewed  to  determine 
their  space  and  location  needs  and  the  characteristics  of  their  workers 
The  third  study,  a  block-by-block  analysis  of  all  industrially  zoned 
areas  in  the  boroughs  of  Brooklyn,  Queens  and  the  Bronx,  detailed  the 
location,  size,  and  condition  of  potential  industrial  sites.  Planning 
for  Jobs,  published  by  the  City  Planning  Commission  in  1971,  presented 
the  results  of  these  studies  and  an  eight-point  program. 

Planning  for  Jobs  reported  that  many  growing  companies  were 
leaving  the  City  because  of  the  lack  of  suitable  expansion  space.  The 
typical  "move-out"  firm  wanted  28,000  square  feet  of  floor  space,  all 
on  the  ground  floor;  with  space  for  off-street  loading  and  parking, 
this  was  the  equivalent  of  at  least  one  acre  of  land.     One  third  of 
the  firms  planning  to  move  needed  tracts  of  two  acres  or  more,  but  most 
vacant  parcels  in  the  City  were  either  too  small,  too  far  from  the 
subway,   (two-thirds  of  the  manufacturing  work  force  use  mass  transit 
to  get  to  work)  or  plagued  by  subsoil  problems  that  made  construction 
extremely  costly.     In  fact,  there  were  fewer  than  200  industrial  sites 
at  least  one  acre  in  size  and  within  one-half  mile  of  a  subway  stop. 
These  sites  contained  a  total  of  530  acres,  hardly  more  than  two  years' 
supply  for  potential  move-out  firms. 

Existing  land  uses  severely  limited  the  possibility  for  industrial 
development.     Many  tracts  contained  junkyards,  deserted  factories,  ware 


houses,  or  dilapidated  housing.     Their  presence  raised  the  cost  of 
acquiring  the  land  and  converting  it  to  efficient  industrial  use. 
Moreover,  many  of  the  parcels  were  small  and  in  multiple  ownerships, 
making  it  difficult  for  private  developers  to  assemble  large  tracts. 

INDUSTRIAL  RENEWAL  PROGRAM 

To  cope  with  the  problems  documented  by  these  studies,  the  City's 
powers  of  eminent  domain  were  combined  with  its  zoning  power  and  capital 
budgeting  authority  in  a  unique  program  of  industrial  renewal.  City- 
owned  vacant  land  and  sparsely  developed  and/or  blighted  privately  owned 
land  is  assembled  and  made  available  for  development  or  redevelopment. 
This  program  is  not  assisted  by  Federal  funds. 

The  program  is  implemented  through  the  powers  of  the  City  to 
acquire  privately  owned  land  through  condemantion  for  redevelopment 
with  a  public  purpose  (Article  15,  General  Municipal  Law  of  the  State 
of  New  York).     In  connection  with  such  redevelopment,  the  City  may 
rezone  the  acquired  land.     Land  acquisition  is  financed  through  the 
capital  budget,  as  are  any  relocation  and  site  preparation  costs.  The 
land  is  then  leased  or  sold  to  a  private  developer,  who  is  usually  the 
owner-occupant  of  a  new  industrial  facility. 

Renewal  sites  are  leased  at  7  -  9  per  cent  of  acquisition  cost 
for  a  thirty-year  term  with  two  renewal  options.     This  fixed  fee 
includes  debt  service  and  payment  in  lieu  of  taxes.     The  leasing  arrange- 
ment offers  two  major  advantages  over  the  more  traditional  direct  sale 
and  "write-down"  method  of  land  disposition:     1)  The  tenant  is  not 
required  to  make  a  major  capital  outlay  for  site  acquisition;  2)  The 
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lease  can  contain  a  subordination  clause  which  permits  the  tenant 
to  use  his  land  title  as  collateral  for  a  mortgage  loan.     At  the  end 
of  the  maximum  lease  term,  both  the  land  and  building  revert  to  the 
City. 

Specific  sites  for  renewal  are  evaluated  by  a  nine-member  inter- 
agency   Land  and  Development  Committee  composed  of  members  of  the 
City  Planning  Commission,  Budget  Bureau,  the  Economic  Development 
Administration,   (EDA)  the  Finance  Administration,  the  Transportation 
Administration,  and  the  Housing  and  Development  Administration  (HDA) 
(the  City's  local  public  agency  for  all  renewal  projects). 

Plans  for  specific  renewal  projects  are  worked  out  by  the  Economic 
Development  Administration,  with  the  assistance  of  the  City  Planning 
Department.     A  project  plan  must  be  submitted  by  the  Economic  Development 
Administration  to  the  HDA  for  formal  approval,  after  which  it  is  sent 
by  HDA  to  the  City  Planning  Commission  for  review  and  approval.  Following 
a  public  hearing  and  approval  by  the  City  Planning  Commission,  the  plan 
must  be  approved  by  the  Board  of  Estimate  which  also  holds  a  public 
hearing.     The  Board  of  Estimate  must  also  approve  the  acquisition  and 
disposition  of  the  land. 

When  a  plan  is  final,  the  Economic  Development  Administration  has 
operational  responsibility.     EDA's  request  for  capital  budget  funds 
must  be  approved  by  the  City  Planning  Commission,  the  Budget  Bureau, 
and  the  Board  of  Estimate.     The  Department  of  Commerce  and  Industry 
in  the  Economic  Development  Administration  handles  negotiations  matching 


prospective  tenants  and  developers  with  available  sites.     During  the 
project  development  period,  the  firm  or  firms  which  will  develop 
the  site  maintain  continued  liaison  with  the  Department  of  Commerce 
and  Industry.     Usually,  firms  conduct  their  detailed  cost  analyses 
during  this  period  to  see  if  project  costs  are  within  the  range  of 
estimates  for  the  desired  expansion. 

The  New  York  Public  Development  Corporation  (PDC) ,  a  private, 
non-profit  agency,  assists  EDA  in  developing  industrial  land.     PDC  is 
empowered  to  acquire  real  property,  to  finance  construction,  and  to 
sell,  lease  or  mortgage  property.     In  cooperation  with  the  Department 
of  Commerce  and  Industry,  PDC  has  secured  conventional  bank  financing 
and  tried  to  arrange  State  Job  Development  Authority  second  mortgage 
loans . 

In  the  five  and  a  half  years  since  the  program  was  launched,  some 
14,000  manufacturing  jobs  have  been  accommodated  in  new  space.  About 
7,000  of  these  jobs  have  been  created  in  Flatlands,  one  of  the  formerly 
vacant  industrial  park  areas.     Because  it  is  large  (95  acres)  and  offers 
access  via  mass  transit,  the  railroad,  and  highways,  Flatlands  has  been 
able  to  compete  very  successfully  with  the  attractions  of  suburban 
industrial  parks.     A  similar  industrial  park  is  being  developed  in 
College  Point  in  Queens,  and  a  third  is  planned  on  Staten  Island. 

Systematic  renewal  of  older  industrial  districts  also  has  been 
moving  forward.     About  half  the  property  in  such  districts  usually 
qualifies  for  renewal  owing  to  underutilization,  deteriorated  or 
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dilapidated  buildings,  and  environmental  problems;  this  provides  an 
opportunity    for  the  City  to  assemble  and  combine  small  sites  into 
large  tracts.     Redevelopment  can  be  staged  over  a  ten- year  period  to 
minimize  relocation  loads  and  to  permit  existing  industrial  tenants 
to  be  rehoused  on-site.     The  Economic  Development  Administration  has 
acquired  more  than  760  acres  for  renewal,  and  two  projects  are  presently 
in  the  development  stage,  one  in  the  Bronx  and  one  in  Brooklyn. 

"Vest-pocket"  industrial  renewal  assists  firms  to  expand  adjacent 
to  their  existing  quarters.     It  is  especially  suited  to  manufacturers 
with  such  large  investments  in  equipment  that,  if  a  move  was  contemplated, 
the  cost  of  relocation  would  force  the  firm  out  of  the  City. 
By  acquiring  adjacent  property,  closing  streets,  and  rezoning  if 
necessary,  the  City  can  provide  such  firms  with  the  relatively  small 
amounts  of  land  they  need  to  expand.     "Vest  pocket"  renewal  enabled 
a  high-wage  employer  of  900  in  the  Central  Brooklyn  Model  Cities  area 
to  expand  and  increase  his  work  force  to  1,500.    Another  firm  was  able 
to  increase  employment  by  50  per  cent,  creating  250  new  jobs. 

INDUSTRIAL  RENEWAL  POLICIES:     ZONING  ISSUES 

The  industrial  renewal  policy  has  succeeded  in  limiting  govern- 
mental competition  for  industrially  zoned  land.     Industrial  expansion 
creates  problems  when  non-conforming  residences  on  land  zoned  for 
manufacturing  must  be  acquired.     To  cope  with  such  issues,  a  new  special 
mixed-use  district  was  developed,  for  the  Williamsburg,  Greenpoint  areas 
of  Brooklyn  which  allows  limited  expansion  of  residences  and  industry 
"as  of  right",  and  more  substantial  expansions  and  infill  by  special 


permit.     By  mapping  such  special  districts,  mixed  neighborhoods  can 
be  safeguarded  while  infill  development  of  either  industry  or  housing 
takes  place. 

So  far  the  industrial  renewal  program  has  not  been  able  to  achieve 
high-density  development  -  multi-story  buildings  providing  a  minimum  of 
150  jobs  per  acre.     The  program  was  designed  to  encourage  six-story 
structures  on  moderate- si  zed  parcels  of  about  two  acres  similar  to  the 
Lazard  Freres  and  Starret  Lehigh  buildings  in  Manhattan.     However,  the 
total  investment  is  so  high  for  facility  containing  internal  truck 
elevators,  ramps  and  mechanical  goods-moving  devices  that  there  has 
been  little  interest  on  the  part  of  firms  or  industrial  developers. 
Present  bulk  allowances  in  manufacturing  districts  are  so  restrictive 
that  developers  cannot  afford  to  build  multi-story  structures.  In 
some  cases,  the  allowable  floor  area  ratio  (FAR)  is  one,  meaning  that 
the  building's  floor  area  cannot  exceed  the  size  of  the  lot.  Obviously, 
the  higher  the  building,  the  more  land  is  needed.     In  other  cases, 
rigid  off-street  loading  and  parking  standards  are  land  wasteful  and 
costly.     Zoning  amendments  could  be  considered  by  the  City  Planning 
Commission  which  would  increase  the  FARs  and  relate  bulk  and  parking 
requirements  to  distance  from  mass  transit  in  order  to  encourage  high 
density  development  in  appropriate  areas. 

ECONOMIC  ISSUES 

While  the  1969-1970  recession    forced  many  firms  to  curtail  expan- 
sion plans,  the  weightiest  economic  constraint  has  been  the  high  cost 
of  new  development.    After  costing  actual  building  plans,  many  firms  found 
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That  expansion  was  too  expensive.     The  renewal  program  has  not  offered 
gross  rents  that  make  new  construction  in  the  City  competitive  with 
other  locations. 

The  savings  generated  under  the  present  land  lease  arrangement 
have  proven  insufficient  to  induce  new  industrial  development  primarily 
because  land  cost  constitutes  only  a  small  part  of  the  total  cost  of 
a  new  factory.     Estimated  annual  cost  per  square  foot  of  building, 
assuming  that  raw  land  costs  average  $5  per  square  foot  and  construction 
costs  average  $15  per  square  foot,  are  distributed  as  follows: 

Annual  cost 

per  Square  Foot  Percent 
of  Building  Distribution 
Land  (7  1/2%  lease)  $0,481/  14 

Mortgage:   (20  years; 
50%  conventional  at 

10.6%  constant  0.80  34 

30%  J DA  at  8.95%  constant  0.40 


1.20 

Return  on  Equity  (20%  at  12%  return)  .36  10 

Maintenance  0.75  22 

Property  Tax  (2/3  at  $7.00  per  100)  0.70  20 

Total  3.49  100% 

These  calculations  do  not  take  into  account  an  unexpected  item 
which  has  proved  to  be  a  major  stumbling  block  for  industrial  renewal: 
the  cost  of  site  preparation.    Many  possible  sites  are  swampy  or 
subject  to  flooding,  requiring  expensive  fill  or  piling.     In  other  cases, 
new  roads  and  sewers  must  be  provided.    These  hidden  expenses—amounting 
to  as  much  as  $1.35  per  square  foot  of  land—have  proved  a  major 
deterrent  to  development.    Site  preparation  costs  of  this  magnitude 


1/This  figure  represents  land  rent  divided  by  the  ratio  of  building  area  to 
land  area:_8_.    Land  rent  is  38*;  38*/. 8  =  48*. 
TO" 
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would  raise  annual  rent  about  15<f  per  square  foot,  bringing  it  up  to 
$3. 64,  considerably  more  than  space  costs  outside  of  New  York  City. 

ADDITIONAL  INCENTIVES 

To  make  the  industrial  renewal  program  more  effective,  incentives 
are  needed  for  both  owner-occupants  and  developers  building  for  tenants. 
Over  80  per  cent  of  the  City's  firms  rent  their  space,  and  even  firms 
moving  into  new  factories  often  prefer  to  rent.    Since  builders  usually 
need  firm  commitments  from  tenants  to  secure  financing  for  a  new  factory, 
a  sure  cost  reduction  would  prove  attractive  for  both  owners  and 
developers . 

If  it  were  desirable  to  further  subsidize  the  manufacturing  sector, 
three  major  elements  of  the  space  cost  equation  are  sensitive  to  public 
intervention:  site  costs,  financing,  and  property  tax.     In  each  case, 
the  incentive  provided  must  be  weighed  against  the  subsidy's  impact  on 
the  City's  budget. 

Site  Costs 

Site  costs  could  be  reduced  through  governmental  capital  investment, 
which  would  be  the  most  direct  form  of  public  assistance.    For  every 
one  per  cent  reduction  in  the  land  lease  rate,  space  costs  could  be  reduced 
about  seven  cents  per  square  foot.    The  City  could  also  provide  site 
improvements  as  part  of  the  industrial  land  package.    Rents  for  fully  im- 
proved land  leased  at  approximately  two  per  cent  of  cost  could  be 
reduced  to  about  $3.25  per  square  foot  (including  maintenance). 
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Since  capital  funds  are  always  scarce,  and  community  planning 
boards  review  priorities  before  budget  allocations  are  made,  the 
industrial  renewal  program  would  lose  its  protected  position  if  it 
changed  from  a  revenue-generating  to  a  subsidy  program. 

Under  the  present  land  lease  arrangement,  the  revenues  received 
by  the  City  cover  the  costs  of  borrowing  funds  for  land  acquisition  and 
management.    This  has  been  an  important  feature,  since  the  monies  spent 
have  been  exempt  from  the  debt  limit  for  capital  projects.     If  industrial 
projects  did  not  cover  debt  service  they  would  fall  within  the  debt 
limit  and  would  compete  with  schools,  hospitals,  and  other  public  facili- 
ties for  capital  budget  allocations. 

The  total  cost  to  the  City  of  subsidizing  the  land  now  under  City 
ownership  at  the  above  rate  would  be  low  in  comparison  to  many  other 
capital  investments.    To  the  extent  that  the  tax  base  expanded,  the 
program  would  raise  the  debt  limit,  so  that  the  negative  consequences  for 
other  capital  projects  would  be  somewhat  mitigated.     (Of  course,  many 
will  hold  the  view  that  continued  borrowing  is  undesirable,  even  if 
permitted  by  law.)    While  lease  revenues  would  be  very  low,  they  would 
exceed  the  zero  income  accruing  from  property  that  is  not  leased  at  all. 
And  building  property  taxes  and  the  incremental  personal,  corporate,  and 
sales  taxes  would  partially  offset  the  public  expenditure. 

Financing 

Mortgage  financing  is  the  largest  single  element  in  the  cost 
formula,  accounting  for  almost  35  per  cent  of  the  total  rent  with 
public  aids  and  more  without.     Although  City,  State  and  Federal  programs 


offer  a  wide  range  of  financing  subsidies  for  new  residential  construction, 
few  comparable  mortgage  programs  are  available  for  industrial  construction. 
The  New  York  State  Job  Development  Authority  offers  second  mortgage 
loans  at  approximately  two  per  cent  below  market  interest  rates.  Because 
JDA  loans  may  not  exceed  thirty  per  cent  of  the  total  construction  cost, 
the  impact  of  this  assistance  is  limited.     New  York  State  has  enabling 
legislation  to  allow  the  establishment  of  a  local  Industrial  Development 
Agency  with  broad  powers  to  finance  low  interest  loans,  but  the  State 
legislature  has  failed  to  authorize  such  a  local  development  agency  for 
New  York  City.     If  IDA  legislation  is  approved,  the  Agency  would  have 
the  power  to  issue  tax-exempt  revenue  bonds.     These  revenues  could  be 
used  to  establish  a  low  interest  mortgage  loan  fund.     A  four  per  cent 
reduction  in  interest  rates  would  reduce  space  costs  about  35  cents  per 
square  foot.     Alternatively,  a  mortgage  insurance  program  could  be  set 
up  along  the  lines  of  the  Federal  government's  Small  Business  Administra- 
tion loans.     This  would  not  lower  interest  rates,  but  it  would  encourage 
private  lenders  to  take  greater  financing  risks. 

Tax  Abatement 

Property  taxes  account  for  almost  one-fifth  of  the  total  square 
foot  costs  in  new  projects.     Tax  incentives  have  been  successfully 
used  to  encourage  residential  construction  at  all  income  levels.     Some  cities 
have  introduced  a  tax  relief  program  for  industrial  and  commercial 
projects,  but  these  techniques  are  not  yet  proven. 

If  desirable,  existing  state  programs  could  provide  a  framework 
for  offering  tax  incentives  on  industrial  projects.     Further  action 
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by  the  State  Legislature  and/or  City  Council  would  be  required  before 
this  strategy  could  be  implemented.     The  creation  of  a  New  York  City 
IDA  would  permit  the  agency  to  acquire  and  least  industrial  buildings. 
A  private  developer  could  build  a  factory  and  sell  it  to  IDA,  which 
would  in  turn  lease  it  to  an  industrial  tenant.     Since  the  real  property 
of  the  Industrial  Development  Agency  would  be  exempt  by  statute  from 
local  property  taxes,  this  would  have  the  effect  of  taking  the  building 
off  the  tax  rolls.    The  lease  price  would  include  a  payment  in  lieu  of 
taxes,  which  could  be  adjusted  to  keep  rent  levels  competitive  with 
non-City  locations. 

The  New  York  State  Department  of  Commerce  Job  Incentive  Program 
would  also  allow  the  local  government  to  grant  property  tax  abatement 
to  participant  firms.     To  qualify  for  aid  under  this  program,  a  firm 
must  be  located  in  or  adjacent  to  a  poverty  area.     This  law  to  be  made 
useful  in  New  York  City  should  permit  abatements  to  any  manufacturing 
plant  located  in  the  city  that  adds  a  minimum  number  of  new  jobs  and 
employs  poverty  area  residents. 

POLICY  ISSUES 

The  fundamental  issue  regarding  industrial  development  is:  should 
the  City  continue  its  efforts  to  retain  manufacturing  jobs?     If  the 
answer  to  the  question  is  yes,  programs  must  be  redefined  to  attain  that 
goal.     If  the  answer  is  no,  then  the  question  must  be  raised:     How  can 
the  employment  and  income  needs  of  the  City's  low-skilled  residents  be 
met? 


Two  conflicting  views  are  generally  advanced.    One  position 
states  that  since  the  City's  economy  is  becoming  increasingly 
specialized  and  that  market  factors,  transportation  costs,  and  to 
some  extent  labor  costs  are  continually  reducing  the  City's  comparative 
advantage  for  manufacturing  and  production  (except  for  certain  highly 
specialized  products),  it  is  a  misallocation  of  scarce  City  resources 
to  subsidize  these  activities.     The  contention  is  that  manufacturing 
can  never  again  become  competitive  without  City  subsidies.     It  is 
further  argued  that  subsidies  of  this  nature  would  have  a  long-term 
negative  effect  on  the  balance  between  the  supply  of  unskilled  workers 
and  the  demand  for  their  services,  since  the  very  existence  of  such  a 
support  program  might  well  attract  the  unskilled  and  uneducated  to  the 
City. 

The  contrary  position  holds  that  the  decline  in  manufacturing  jobs  is 
so  continual  and  so  precipitous  that  unemployment  rates  would  swell  rapidly 
without  a  City  program  to  retain  production  jobs.    This  view  holds  that  the 
City's  educational  and  training  processes  have  not  prepared  workers  rapidly 
enough  to  fit  them  for  white-collar  jobs.     Proponents  of  this  position 
believe  that,  just  as  the  City  subsidizes  housing  for  those  who  cannot  pay 
market  prices,  it  should  subsidize  jobs  for  those  who  cannot  compete  on  the 
job  market.     They  point  out  that  such  subsidies  can  be  provided  at  a  moderate 
per  job  cost. 

If  the  first  position  prevails,  City  manufacturing  jobs  will 
continue  to  decline.     Then,  other  means  must  be  sought  to  deal  with  the 
problems  of  unemployment  and  underemployment  in  the  City. 
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These  might  include:     public  subsidies  to  help  City  residents  commute  to 
suburban  jobs;  subsidies  for  additional  low- income  housing  near  suburban 
jobs;  more  white-collar  training  programs  for  unskilled  workers;  greater 
expenditures  on  public  education;  a  guaranteed  income  for  workers  whose 
skills  have  become  obsolete  and  who  cannot  learn  white-collar  skills. 

However,  all  of  these  proposals  would  require  cooperation  among  many 
levels  of  government.     Some  would  cost  more  than  a  well-subsidized 
industrial  renewal  program.     Therefore,  if  it  is  decided  that  the  industrial 
program  is  misguided,  a  major  new  effort  will  be  required  to  analyze, 
evaluate,  and  select  other  programs,  and  to  develop  the  tools  with  which  to 
implement  them. 

If  the  goals  of  the  industrial  renewal  program  are  endorsed,  new 
strategies  must  be  worked  out  on  the  basis  of  the  answers  to  several 
questions : 

-  Should  land  be  written  down?     If  so,  by  how  much? 

-  Should  the  cost  of  site  improvements  be  included  in  a  land  subsidy 
package? 

-  Should  tax  incentives  be  used  to  encourage  new  construction? 

-  How  much  subsidy  per  job  or  per  acre  of  land  is  acceptable, 
given  the  implications  of  subsidy  for  the  capital  budget? 

-  Is  it  worthwhile  to  encourage  high  density  industrial  construction 
by  offering  greater  subsidies  for  this  type  of  plant  than  for  one- 
story  plants? 

Of  all  the  issues  discussed  at  the  economic  workshops,  that  of  indus- 
trial development  policy  demands  the  most  "hard  nosed"  consideration.  The 
City  has  made  a  substantial  investment  in  the  program,  but  the  returns  in 


terms  of  increased  employment  have  been  disappointing.  It  is  time  to 
decide  whether  the  program  can  and  should  be  made  to  work,  or  whether 
it  should  be  discontinued. 
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